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3 
ITALY’S ECONOMIC POSITION. 


HE threat of war inevitably causes the economic position 

of the countries concerned to be closely examined. But in 

the case of Italy considerable interest had already been 
aroused by a series of economic danger signals during the past 
year. 

Throughout 1934 the Bank of Italy had lost gold. By Decem- 
ber 1 her reserves, which had stood at 7,092 million lire at the 
beginning of the year, had fallen to 5,840 millions. It was clear 
that drastic action was essential if these reserves were to remain 
above their legal minimum of 40 per cent. of note and sight 
liabilities. The Government acted with characteristic vigour. Two 
Decrees were published, on December 8 and 19, tightening up 
rigidly the exchange control already instituted in May, 1934. The 
first required all banks and companies to cede their foreign credits 
to the National Exchange Institute, and ordered all private citizens 
to declare their foreign and Italian securities to the Bank of Italy. 
The second limited the sums which persons leaving the country 
might take with them, and prohibited the export of bank bills, 
drafts, cheques or bonds drawn in lire and payable in Italy or 
her possessions. . 

By these measures the decline in the gold reserves was arrested. 
But in February there was a further sign that all was not well. 
The system of quotas, which had been applied during the past year 
to rather over 30 articles, was suddenly expanded to cover 1,500 
classes of goods, that is to say, virtually the whole of the import 
trade. It is true that under subsequent commercial agreements 
Great Britain and other countries insisted on substantial modifi- 
cations of these new quotas. Thus, Great Britain, under an 
agreement concluded provisionally in March and more permanently 
in April, secured a quota of 80 per cent. of her exports to Italy 
in 1934, on condition that payment was to be effected only out of 
the proceeds of current Italian exports to Great Britain. But 
the meaning of the drastic February quota provisions was clear : 
Italy was again running short of foreign exchange. 

Those who observed the size of the March and April import 
surpluses were not surprised at further developments. On May 21, 
1935, all banks, companies and citizens were required to deposit 
with the Bank of Italy their holdings of foreign stocks and bonds, 
and of Italian bonds issued abroad. Henceforth they were to 
receive in lire the interest and amortization payments due to them 
in foreign currencies. 

In June the entire Italian coinage was withdrawn from circula- 
tion. Silver is an indispensable medium of exchange in East Africa. 

Early in July Italian sterling and dollar bonds slumped heavily 
in London and New York. This was generally attributed to a 
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growing nervousness amongst the foreign holders of these bonds, 
in spite of the relatively small foreign obligations of the Italian 
Government. It was also plausibly suggested that one important 
seller might be the Italian Government itself, for it was known 
that in previous years many Italians had seized the opportunity 
afforded by the depreciation of sterling and the dollar to make 
highly profitable purchases of Italian bonds originally issued 
abroad. These bonds had been placed under the contrel of the 
Government by the Decree of May 21, 1935; and their sale would 
provide a large, although by no means inexhaustible, supply of 
foreign exchange. 


In the month of July, although the Bank of Italy’s holdings 
of foreign exchange increased, her gold reserves declined in a cor- 
responding degree ; and on July 23 the 1927 Decree, which required 
the Bank to cover 40 per cent. of her total note and sight liabilities 
with gold, was suspended. The subsequent Bank of Italy returns 
showed that the gold reserve had fallen by 266 million lire, 
from 5,524 to 5,258 millions, during the last ten days of July. 
On August 12, the day on which this return was published, the 
Bank Rate was raised from 3} per cent. to 4} per cent. 


These events brought the question of Italian credit very much 
to the fore. On August 1 the Italian Embassy in London denied 
a rumour that Italy was endeavouring to float a munitions loan 
in,London. On August 8 it was announced that the American 
Export-Import Bank had refused an application by Italy for a 
six months’ loan to finance cotton imports. Later in August it 
was learnt that American, French and British banks were 
restricting their credit lines with Italy. 


This last development was not unconnected with the growing 
volume of Italian commercial indebtedness to Great Britain. By 
August 21, just under {2,000,000—owed mainly to coal exporters— 
was awaiting transfer from lire into sterling, under the April 
commercial agreement already mentioned. On the Italian side it 
was argued that this sum was almost entirely counterbalanced by 
outstanding debts of British importers, and by Italian exports to 
Great Britain contracted for but not yet delivered. But the anxiety 
of British exporters caused a considerable suspension of business 
with Italy. The tendency already evident for Italy to take her 
coal from Germany and Poland instead was thus encouraged. 
The seriousness of the position for Great Britain’s coal industry 
may be judged from the fact that Italy has hitherto been second 
only in importance to France as a market for British coal. 


In view, then, of all the circumstances mentioned the pronounced 
weakness of the Italian currency is not surprising. Having slowly 





(1) The total of foreign investments held by Italian citizens was estimated 
by the Rome correspondent of the Daily Telegraph at £50 million (May 23, 1935)- 
Any such estimate is. necessarily highly conjectural. 
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sagged since the beginning of the year, the lira is now quoted at 
about 8 per cent. below its legal parity; on July 23, when the 
suspension of the gold cover Decree was announced, it fell much 
further before the official control stepped in. At its present quotation 
the lira stands well below the gold export point. Thus, were Italy 
really on the gold standard, she should by now have lost all her 
gold. But only a country which permits the free export and import 
of gold is technically on the gold standard. This Italy has not 
done since the stabilization of the lira in 1927, so that her adherence 
to gold since that date has really been nominal only. 


Still more striking than the day-to-day quotation of the lira is 
its position in the forward exchange market. The lira is quoted 
three months forward in London at a discount of over 40 per cent. 
This is a quite unprecedented figure. Yet it is frequently argued 
that this quotation more nearly represents the “ natural level ”’ 
of the lira than the strictly controlled current quotation. This is 
partly confirmed by the recent development of a ‘‘ black market ” 
in lire on the Continent. 

The foregoing account may help to make it clear that Italy is 
faced with a very serious exchange situation. A Government 
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ied which excludes imports ‘so rigidly (Italy’s tariff must now be one 
an of the highest in the world), which commandeers the foreign credits 
‘an and investments of all its nationals, which piles up such large 
a commercial debts as seriously to impair its credit, and which even 
it allows its scanty and sacred gold reserves to diminish, is clearly 
re very much on the defensive. 

This can easily be understood. It is well known that Italy 

ng has for long had to wrestle with two fundamental difficulties. She 
sy has an over-large population, which is still rapidly increasing ;’ 
~ and she suffers from a quite exceptional lack of essential raw 
il materials. 
: _ It is true that the rate of expansion of the Italian population 
d is now on the decrease. But the possible avenues of emigration 
. have decreased still faster. On the other hand, it does not pass 
A without comment that the Fascist Government encourages in every 
: way it can the production of still more citizens. 





It is also true that the Government has made intensive efforts 
to substitute home-produced for imported goods. But though 
in wheat Italy is now virtually self-sufficing, she has still to import 
nearly all the raw materials for her industries. 


Despite intensive exploitation Italian coal mines still yield 
under half a million tons annually ; last year nearly twelve million 
tons had to be imported. The need for foreign coal does not 
appear to have been lessened materially by the increased pro- 
duction of hydro-electricity. The only other alternative source 


(1) Statistics published in Rome in July gave the total as 43,316,000 
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of power, oil, is still more strikingly lacking than coal. Efforts 
have been made to develop the home production of petrol, but 
the 1934 figure, 20 thousand quintals (a slight fal! from the previous 
year’s total), represented a negligible percentage of the total 
consumption. Besides coal and oil, Italy has to import nearly all 
her cotton, wool, iron, steel, copper, lead, zinc, and manganese 
ore. For rubber, tin, nickel, tungsten, mica and chromium 
she is completely dependent upon foreign supplies. 

The following table shows the quantity of certain vital materials 
imported into Italy during the past three years. The chief countries 
from which these were imported are also given. This does not, 
of course, in every case indicate the original source of supply. 
Thus, presumably the nickel imported from Great Britain came 
originally from Canada. ) 


IMPORTS INTO ITALY! 
(In Thousand Quintals)? 
1932 1933 1934 Main sources of supply. 
Coal . .. 80,176 87,902 117,814 Great Britain, Germany, Poland. 
Coke .... re 7,005 7,715 9,523 Germany, France, Great Britain. 
Petrol 1,461 1,373 1,504 Rumania, U.S.S.R., U.S.A., Persia. 
Benzine hs 3,249 2,912 3,482 Persia, U.S.S.R., Rumania, Nether- 
lands India. 
Oil Residue .... 34! 10,807 11,225 Rumania, U.S.S.R. 
Raw Cotton .... ,102 2,198 1,874 U.S.A., Egypt, British India and 
Ceylon. 
Wool 767 914 712 Australia, Argentine, South Africa 
Rubber sa 155 197 218 British India and Ceylon, Nether- 
lands India. 
Iron and Steel 5,081 7,711 9,002 France, U.S.A., Belgium, Switzerland. 
Copper oh 515 602 630 U.S.A., Chile, Portuguese Africa. 
= ae 38 40 42 Straits Settlements, Great Britain. 
Nickel — 5 9 15 Great Britain, U.S.A., Norway, Ger- 
many. 

This dependence upon other countries for her raw materials 
certainly helps to explain Italy’s exchange difficulties in a period 
of contracting international trade. But it may also explain one 
action of the Fascist Government which in many quarters is 
regarded as another important cause of those difficulties. In 
1927 the lira was tied to gold at an undoubtedly overvalued parity ; 
and this parity was maintained even after the depreciation of 
half the world’s currencies in 1931-2. Hence it is frequently 
argued that Italy, in company with other countries with relatively 
overvalued currencies, could substantially ease her position by 
devaluation. 

But defenders of the Italian policy argue that devaluation 
would immediately increase the cost of the imports with which 
Italy cannot dispense. The overvaluation of a country’s currency 
has at least the advantage of securing imports for that country in 
exchange for a smaller volume of exports than otherwise. 

(1) Source: Annuario Statistico Italiano, 1935. 

(2) 1 quintal = 1°9684 cwt 
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This argument is perfectly valid so far as it goes, but it does 
not take the full cost into consideration. Though such a country 
secures more imports in exchange for what it can export, the latter 
total is necessarily much limited by the very fact of overvaluation. 
The gain in the terms of exchange may be said to be more than 
outweighed by the quantitative loss. 


This would seem to be the position of Italy to-day. The weak- 
ness of the lira, in spite of official support, is a clear sign of 
overvaluation. This overvaluation has certainly hit the tourist 
industry very hard, while it must also be partly responsible for 
the striking decline in the volume of emigrants’ remittances. 
Yet the tourist industry and the flow of emigrants’ remittances have 
for long been vital elements in the Italian balance of international 
payments. Together with shipping, for many years they counter- 
balanced the permanent import surplus,’ and any action which 
assisted them to revive would materially improve Italy’s exchange 
position. It is natural to feel that devaluation would do so. But 
whether devaluation would substantially assist Italy’s other export 
industries is more doubtful, for international competition in the 
chief of them—textiles, agricultural products, metal manufactures, 
and shipping—is increasingly severe. 

Defenders of the official lira policy can also justifiably argue 
that the Government has not rested content with overvaluation. 
Signor Mussolini attempted to put Italian costs of production 
into equilibrium with world prices by a display of vigour only 
rivalled by M. Laval’s recent experiment in radical deflation. In 
1930 and the following years the Fascist Government decreed 
nation-wide cuts, not only in wages, but also in prices, rents and 
rates of interest. Yet in spite of these efforts Italian costs were 
not sufficiently adjusted to world prices. The lira remained 
obstinately overvalued. The country was saddled with nearly a 
million unemployed, until mobilization and the pressing demand 
for war materials caused a sudden fall of over 300,000 in a few 
months. ? 





(1) Italian trade (excluding bullion and specie) in million lire: 
Imports. Exports. Deficit. 
1928 ah sali — 22,313 15,999 6,314 
1929 nine sd sie 21,665 15,230 6,429 
1930 pene seed nen 17,347 12,119 5,228 
1931 ive —e ae 11,643 10,210 1,433 
1932 -, Jas we 8,268 6,812 1,456 
1933 eee sal ons 7,413 5,980 1,433 
1934 ae = soos 7,667 5,225 2,441 
1935 (six months) ves 3,803 2,422 1,381 


(2) Italy: Numbers wholly unemployed. 
End of 1929 _.... 300,786 End of January, 1935 .... 1,011,711 
1930 .... 425,437 February si 955.533 
fe a 734,454 March ..... sal 853,189 
9392 ...... 1,006,442 April _.... tte 803,054 
7098 Ct... 1,018,955 May _..... * 755,349 
1934... 963,677 June a 638,100 
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But here again the defenders of the régime have a telling 
argument. Although his drastic experiments in deflation failed 
sufficiently to reduce Italian costs of production, Signor Mussolipj 
did not contemplate the rise in unemployment with complacency, 
Instead, he conducted a great drive against unemployment by 
means of public works expenditure, of subsidies to private in- 
dustries; and, recently, of mobilization and military preparations, 
Everyone has read of the land reclamation schemes, the shipping 
subsidies, and the million men under arms,” equipped with the 

most modern weapons “‘ manufactured by our war factories, which 
—and I reveal no secret—have been working full time for several 
months,’’ to quote the Duce’s own words.’ 

But has their full cost been counted ? Even the official budgets 
have shown large deficits since 1930: In 1933-4 no less than 
25 per cent. of the expenditure was unbalanced by revenue. But 
over and above the expenditure shown in the budget and reflected 
in a pronounced rise in the Internal National Debt, there has been 
an immense volume of expenditure not recorded there, but financed 
by the issue of ‘‘ deferred payments,’ or Government promises to 


ae 


pay annuities over anything up to fifty years. In this manner the 
Government has contracted to pay out over 70,000 million lire 
by 1987. Naturally this does not represent a net addition of 
70,000 million lire to the capital value of the national debt. But 
it was recently estimated by the Economist that between 1922 
and 1934 the “ present capital value’ of the national debt must 


have risen by nearly 50 per cent., from about 100,000 to about 
150,000 million lire.’ 

The present, in fact, seems a strange moment at which to embark 
on an expensive military adventure. Even at the end of April, 
1935 East African “ exigencies ’’ had already cost 620 million lire 
(over {£10,000,000), according to the Finance Minister’s budget 
statement in the Chamber on May 18, 1935. No estimate of the 
expense involved for the year 1935-6 was given, the Minister 
stating that “‘ this must be considered as an extraordinary item, 
the burden of which cannot now be calculated, since it is dependent 
upon events.”’ 

Many observers have predicted that this incalculable new 
burden of expenditure must involve an inflation of the currency. 
But it should not be forgotten that the Fascist Government has 
secured a degree of control over the financial institutions of the 
country only equalled by Dr. Schacht’s economic dictatorship. 
This enables it to place new Government loans, and to mobilize 
the credit facilities of the country for its use, in a way not open to 
democratic Governments. It would in fact seem that the internal 
pressure upon the lira, though serious, presents a less immediate 
danger than the external pressure, of which there has recently 
been so much evidence. B. S. K. 


(1) “Speech | by Signor Mussolini in the Senate on May 14, 1935. 
(2) See ‘‘The Economic and Financial Position of Italy,’’ revised edition, 
Informatiou Dept., Paper, No. 15, Price 2s. 
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CHRONOLOGY. 
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$Solinj Abyssinia. 
-ency, August 14th.—Communication to Geneva. (See League of Nations). 
nt by It was officially stated in Addis Ababa that the Government would 
te in. not exchange territory for economic concessions, but that it would 
tions, envisage exchanging territory for territory. 
pping August 15th.—Blows were exchanged at Harrar Station when an 
5 PP ° ° ° ° ° . - . 
h the Abyssinian railway official protested against infraction by servants of 
vhich the Italian Consul of the railway regulations as to luggage. 
ver August 16th.—Canadian statement regarding participation in 
a <: 
possible war. (See Canada). 

Proposals as to concessions to Italy as regards Abyssinia. (See 
Igets France. Three-Power Conversations). 

than August 18th.—A largely attended service was held in the Cathedral, 
But at which the American Chargé d’Affaires (Mr. Cornelius Engert) was 
cted present, and prayers were offered for world peace. 

been The Municipality of Addis Ababa ordered that every man without 
need a master or a Chief was to be attached to a Chief appointed by the 
S to Minister of War. Lists of unemployed were also to be drawn up, in the 
the double interest of mobilization and protection against disturbances 
lire in the event of war. All firearms were also to be declared. 

‘a August 19th.—The news of the breakdown of the Three-Power 

Conversations was calmly received in Addis Ababa. 
But August 21st.—An order was issued for the inoculation of the army 
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against disease. 

August 22nd.—The Italian consul at Debra Marcos, while on a 
shooting expedition, accidentally shot himself in the chest. He was 
not dangerously injured. 

August 23rd.—The Swedish and Belgian officers who had been 
acting as instructors to the Abyssinian army received instructions from 
their Governments to resign their posts, and return to their respective 
countries. 

Meeting of the Italo-Abyssinian Commission of Conciliation in 
Berne. (See Switzerland). 
























er August 25th.—The Emperor issued a proclamation ordering the 

Mm, people to take refuge in case of air raids. 

nt August 26th.—The Bank of Ethiopia stopped the sale of foreign 
currency. 

W August 27th.—Food prices rose considerably and hoarding was 

y. reported. Many Europeans and Indians left the Capital for Jibuti, 

1S and the archives of the Italian Legation were removed. 

e The thaler was “‘ unpegged”’ and dropped from 13.40 to the 

> pound to 16.50. 

e 

O Albania. 

1 August 15th.—General Leo de Ghillardi, a friend of King Zog, 

e was shot dead at Fieri by a supporter of the Pan Noli group. He was 





driving in the King’s car, and rumours were current that the bullet 
was meant for the King. 

August 16th.—Local disorders broke out in Fieri following the 
murder, and many arrests were made. 
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August 18th.—It was reported that order had been restored round 
Fieri, and that the country was quiet. 

August 25th.—Eleven gendarmes were executed for taking par 
in the Fieri rising, and eight were sentenced to penal servitude for life 


Australia. 
August 22nd.—A small band of Italians were reported to have 
joined a crowd of 3,000 in an anti-war demonstration in Melbourne. 
August 25th.—The Prime Minister stated that he had pledged 
Australia to the hilt to support British efforts to maintain peace, 


Austria. 

August 16th.—Owing to attacks on Austria in the German press, 
Prince Starhemberg prohibited Austrian athletes from taking part in 
sporting contests in Germany. 

August 20th.—The Vienna press, referring to the statement made 
by Baron Aloisi in Paris that “* the military operations in Africa can 
in no way modify Italian policy towards Austria,” drew attention to 
his further remark that “‘ we are at one with France and Great Britain 
on this point, and intend, together with these two Powers, to accelerate 
our efforts for the accomplishment of the Danubian Pact.” 

August 23rd.—The official Wiener Zeitung denied current rumours 
that the Chancellor intended to resign. He would remain at his post 
“until the great work entrusted to him has been made firmer and 
more secure.” 

August 25th—A German named Leitermoser was found dead 
near Pflach, in Tirol, in circumstances which suggested he had been 
murdered by Nazis for betraying their cause. Two Innsbruck Nazis 
were arrested on suspicion of complicity. 

August 26th.—The Neues Wiener Tageblatt published an article 
by Signor Gayda, referring to the Danubian Pact, who said that the 
Little Entente was delaying its conclusion by demands on Italy which 
went far beyond the contemplated scope of the Pact. 

The Little Entente wished, he said, to make the acknowledgment 
of equal military rights for Hungary and Austria conditional on the 
signature by them of a mutual assistance pact with the Little Entente ; 
and they further wished that Italy should join in a non-intervention 
and mutual assistance pact with all Balkan countries, including 
Rumania. 

These demands made the original project unrecognizable. ‘‘ Italy,” 
he said, “‘ can extend her existing treaties of friendship with Greece 
and Turkey, and also include Yugoslavia, but she cannot merge these 
geographical and inherently separate problems with one another. The 
Danubian Pact must not be burdened with Balkan problems.” 


Belgium. 

August 19th—The Government authorized payment by barter 
for certain foreign contracts. Poland, Latvia, and Yugoslavia were 
to supply corn to a total value of 28,000,000 Belgian francs, in exchange 
for industrial products, chiefly those of the metal industry. 
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August 23rd.—Recall of Belgian instructors from Abyssinian 
army. (See Abyssinia). 

Tt was announced that nearly 3,500 million francs accruing to the 
Government through the devaluation of the belga, was to be spent 
on reconditioning roads, railways and canals, in subsidizing certain 
industries, and in social schemes, 


Canada. 

August 14th.—Mr. Bennett announced the partial reconstruction 
of his Ministry, and stated that the Federal elections would be held 
on October 14th. 

August 16th.—Commenting on a statement by Mr. Mackenzie King 
that the Liberals, if elected, would not sanction the dispatch of an 
expeditionary force (to participate in any conflict arising out of the 
Italo-Abyssinian dispute) without summoning Parliament, Mr. Bennett 
said ‘‘ Canadian troops cannot be dispatched oversea to participate 
in any conflict arising out of the present Ethiopian trouble.” 

August 23rd.—The world’s first Social Credit Government was 
elected in the Province of Alberta. The views of its leader (Mr. 
Aberhart) were not identical with those of Major Douglas; but the 
main factor responsible for his success was thought to be his promise 
of $25 a month to every adult. 


Chile. 
August 27th—The Cabinet was reorganized, General Cabrera 
becoming Minister of the Interior, and Sefior Gana, Minister of 


Education. Two new Ministers were appointed, for Agriculture and 
Health. 


China. 

August 16th.—It was learnt in Pekin that a British subject, Mr. 
Gareth Jones, who had been captured by bandits in Chahar on 
July 27th, had been found murdered near Paochang. 

The Shanghai Japanese paper, Mainichi, criticized the expense 
and organization of the Shanghai Volunteer Corps, notably the cost 
of its British equipment and its British staff of officers. 

August 21st.—It was reported that the Cabinet crisis was over 
and that Wang Ching-wei had, after conversation with General Chang 
Kai-shek, agreed to withdraw his resignation of the Premiership. 


Czechoslovakia. 

August 16th.—Dr. Benes, in an article celebrating the 15th anni- 
versary of the founding of the Little Entente, said that its cohesion 
and strength were greater than ever before. It was at one over all the 
vital issues of the past year—a Habsburg restoration, relationships 
with Germany, Poland, and Russia, and over the Danubian pact. 

August 19th.—The biggest Army manceuvres in the history of 
Czechoslovakia, involving 60,000 men, began in Western Slovakia. 
They were attended for the first time by a Soviet military mission, and 
Military missions from France, Yugoslavia and Rumania were also 


present. 
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Denmark. 

August 15th.—In order to force the Government to comply with 
their claims for higher prices, the Executive Committee representing 
the Danish farmers unanimously resolved to sell to England in future 
on three months’ instead of ten days’ credit. The action was designed 
to create an emergency by reducing the amount of foreign currency 
available at any given moment. 

August 21st.—The Bank Rate was raised from 2} to 3} per cent. 


Ecuador. 

August 20th.—A minor revolution was reported to have broken 
out in protest at the action of the President, Don Velasco Ibarra, who 
had, prior to a meeting of Congress, arrested certain Congress and Army 
leaders opposed to his policy. 

August 21st.—Part of the garrison of Quito proclaimed Don Ibarra 
dictator. He was subsequently arrested by the army leaders and 
imprisoned. 

August 22nd.—Don Antonio Pons resigned from the office of 
Prime Minister, and was appointed President by the Army. Don Ibarra 
was released, and went to the Colombian Legation in Quito. 


Egypt. 

August 22nd.—Heavy selling took place on the Stock Exchange, 
attributed primarily to the transfer of their money by Italians to 
Switzerland and elsewhere. 

August 27th.—A news agency, believed to be Italian-owned, 


published bulletins in French containing pro-Italian news from Europe 
and quoting anti-British comments from the Egyptian press. 


France. 

August 14th.—M. Laval impressed upon representatives of the 
Paris stockbrokers, banks and insurance companies the importance of 
maintaining cheap money and adequate credit for sound borrowers. 
M. Tannery, Governor of the Bank of France, afterwards issued a 
statement of the aims of the Central Bank’s policy. The turn of the 
tide of prosperity, he said, depended on the return into circulation of 
hoarded funds, of which there were more in France than in any other 
country. Their re-emergence would mean a fall in the price of money, 
which would lead to reduced overhead charges in trade and industry. 

August 15th.—At the Government’s request the Bank of France 
agreed to assist the Agricultural Credit Corporation to afford farmers 
credits against the current wheat harvest; the Bank undertook to 
open special accounts at its branches where farmers’ wheat warrants 
could be rediscounted. 

The Minister for Public Works announced drastic measures designed 
to increase the tourist traffic. This item of invisible exports had fallen 
from some 8,000 million francs in 1929 to 2,500 million francs in 1934. 

August 18th.—M. Bonnet, Minister of Commerce, announced the 
members of the new Government Committee on quotas, appointed to 
propose measures for the increase of trade by changes in the Customs 
system. 
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August 19th.—The press of the Right expressed the view that 
France must take no action which would tend to throw Italy into the 
arms of Germany. The Echo de Paris said: “‘ The breach is complete 
and total. It may be asked whether Mussolini has not abandoned his 
idea of avenging Adowa, and now wants to add to his prestige the 
military success of founding a colony in Abyssinia. If that is his will, 
no force can stop him. 

“In September the Italian troops will move on Addis Ababa. 
France ought to stay close by Britain’s side, but neither must she lose 
contact with Rome, because it is desirable to see that Italy, in re- 
volting against the disciples of peace, does not join Germany in the 
camp of troublemakers.”’ 

August 20th.—It was understood that the Government had no 
objection, in principle, to the holding of a naval conference in October 
provided that the ground had been sufficiently prepared beforehand. 

August 22nd.—M. Laval received a deputation representing the 
mayors of France, and promised financial assistance to the communes 
in carrying out the programme laid down in his Decrees. 

An indoor demonstration of coloured people in favour of Abyssinia 
took place in Paris with official sanction. 

August 23rd.—The decisions of the British Cabinet on the previous 
day were greeted with satisfaction by all but the Socialist and Com- 
munist newspapers. 

Signor Gayda’s article in the Giornale d’ Italia on the previous day 
was strongly criticized. ‘‘ A few more such articles,” said the Echo 
de Paris, ** and Mussolini will have before him no longer a Great Britain 
sheltering behind the legal clauses of the Covenant, but Imperial 
England with her pride and her irreducible obstinacy. The prestige 
of a great nation is shown by serene resolution, not by insolence, which 
is a confession of weakness.” 

The Minister of Public Works announced that, as a temporary 
measure, the coal import quota would be reduced by 10 per cent. from 
September 1st. Hitherto the quota had been 58.5 per cent. of the 
average annual coal imports in 1928-30. 

The Government issued instructions for the financing of the wheat 
harvest by a series of increased advances to farmers against the storage 
of a part of their crops. 
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THREE-POWER CONVERSATIONS 

August 15th.—Preliminary conversations were held between Baron 
Aloisi and M. Laval, and M. Laval and Mr. Eden, while M. Laval and 
Mr. Eden together conferred with the Abyssinian Minister and with 
M. Politis. In the evening Baron Aloisi saw Mr. Eden and was under- 
stood to have confined himself to a general statement of the Italian 
grievance and of Italy’s claims to expansion. 

August 16th.—The Three-Power Conversations began at the 
Quai d’Orsay, but the Italian delegation, which had not been afforded 
plenary powers, did not make any full statement of the Italian claims. 
They were reported to have argued on the basis that their claim to an 
effective sphere of influence, amounting in fact to a protectorate, was 
recognized in principle in the Tripartite Agreement of 1906 and the 
Anglo-Italian corrrespondence of December, 1925. In reply the British 
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delegates referred the Italians to the texts of those Agreements and 
the written statements of their own Government on the subject. 

The French and British delegations forwarded to Rome the 
maximum proposals, which the Italian Government were asked to 
accept as a basis of negotiation. The two Governments offered “ to 
use their good offices” with the Abyssinian Government to secure 
““ very wide economic opportunities” for Italy in Abyssinia; these 
were outlined in detail. They also offered to take part in framing and 
negotiating with the Abyssinian Government measures by which the 
frontiers of the Italian colonies would be secured against attack, and 
Italian subjects in Abyssinia would be protected. They further 
suggested that Abyssinia might appeal to the League for assistance in 
economic development, to be met by some form of “ collective assist- 
ance ” from Great Britain, France and Italy. 

It was proposed that the necessary agreements should be em- 
bodied in a Four-Power treaty between Britain, France, Italy, and 
Abyssinia which would take the place of the existing agreements. The 
principle of the “‘ open door ’”’ was to be maintained, but the bulk of 
the advantages accruing from this would in practice be allotted to 
Italy. 
These offers were made subject to three conditions: (1) the 
political integrity of Abyssinia was to be respected ; (ii) the scheme of 
settlement in its final form must be freely accepted by Abyssinia; 
(iii) it must have the approval of the League Council. 

August 18th.—The Italian reply was received in Paris. It con- 
stituted a general claim for Italian domination of Abyssinia in conditions 
which could not be regarded as reasonable by the French and British 
Governments. The conversations therefore broke down ; a communiqué 
issued from the Quai d’Orsay announced that “ the study which had 
been undertaken will be continued through diplomatic channels.” 

August 19th.—After further talks with M. Laval, Mr. Eden and 
Baron Aloisi left Paris. Mr. Eden also saw M. Tecle Hawariat, the 
Abyssinian Minister, and M. Osusky, Czechoslovak Minister in Paris. 

M. Laval, in a statement to the press, referred to France’s 
“ fidelity to League principles ” and to the policy of close co-operation 
with Great Britain. 

Baron Aloisi received representatives of the French and foreign 
press, to whom he emphasized the need for security in Africa as the 
predominant factor in Italian policy, and sought to suggest that this 
was the essential preliminary to participation in the maintenance of 
security in Europe. 

In reply to further questions, he said that the Abyssinian enter- 
prise would make no difference to the effectiveness of Italian military 
action in Europe, or to a possible Italian intervention in Austria, as the 
coming manceuvres of 500,000 Italian troops in Northern Italy would 
show. The Italian Government, he said, had weighed all the risks and 
difficulties of the Abyssinian operation, and had not the slightest fear 
of failure, or even delay, in the execution of their plans. 

As for the provisions of the Covenant, the League had promised 
many things which it had not carried out; and the guarantees of 
Abyssinian independence were no more sacred than those which had 
been disregarded in the case of Morocco and other African or Oriental 


territories in the past. 
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French press opinion. (See France above). 

Italian press opinion. (See Italy). 

British Cabinet summoned. (See Great Britain). 

August 20th.—The Conciliation Commission met in Paris, and 
designated, but did not appoint, M. Politis as fifth arbiter, in deference 
to the Italian contention that as procedure was confined to the Walwal 
incident the discussion @ quatre had not been exhausted. The repre- 
sentatives of Abyssinia maintained that the limitation of the discussions 
to responsibility for the Walwal incident could not be regarded as a 
fair exchange for that ceded by Italy, #.e., the fifth arbitrator, but that 
the situation was so grave that they felt it their duty to go on. On 
the proposal of Professor Sessanora, on behalf of the Italian Govern- 
ment, the Commission agreed to adjourn to Berne to take the evidence 
of certain persons there. 

U.S. press comment on Italian action. (See United States). 

August 26th.—Measures were put into operation in Paris, and 
supervized by the police, to reduce and regulate the prices of meat, 
vegetables, dairy produce, and certain groceries. 

Marshal Balbo, the Governor of Libya, arrived in Paris. 

August 27th.—M. Laval received the Italian Ambassador, who 
was believed to have stated that Signor Mussolini intended to propose 
the expulsion of Abyssinia from the League, and would insist, at 
Geneva, on a settlement by the League Council, without reference to 


the Assembly. 


Germany. 

August 14th.—Herr Kerrl, Minister for Church Affairs, instructed 
the new State Finance Departments to demand that the Church authori- 
ties should, as from August 23rd, pay to them all surplus moneys 
destined for distribution from the central Administration, instead of 
to the special trustee committee set up by a recent compromise between 
the Confessional Movement and the Reichsbishop. 

The Prussian Council of Brethren refused. 

Governor of Massachusetts on the Nazi programme. (See U.S.A.) 

August 15th.—Herr Julius Streicher addressed a crowded meeting 
in the Berlin Sportpalast and an overflow meeting in the Tennis Hallen. 
There were few first-line Nazi leaders present. 

The main theme of his speech was that the races were never meant 
to mix. His contentions were similar to those in a leaflet recently 
distributed through Berlin letterboxes. The text of this opened as 
follows: ‘* German fellow-countrymen ! Do you know that the Jew 
violates your child, ravishes your wife, ravishes your sister, ravishes 
your betrothed, murders your parents, steals your property, mocks at 
your honour, derides your customs, destroys your church, spoils your 
culture, infects your race ; that the Jew lies to you, betrays you, robs 
you, and describes you as cattle ; that Jewish physicians murder you 
slowly, lawyers never help you to obtain justice ? ” 

August 17th.—The Secret Police dissolved the Silesian Synod of 
the Confessional Movement, the most moderate of the so-called 
Opposition Regional Synods. 

August 18th—Dr, Schacht, opening the East German Fair at 
K6nigsberg, expressed strong disapproval of the recent wave of anti- 
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Jewish and anti-Church activity. Under the law as it stood, he said, 
Jewish firms were permitted to carry on their business activities. |t 
was the Reich Government’s business to decide whether and when 
any limitations should be placed upon them. “ All those,’”’ he said, 
‘““who do not submit to this attitude of the Reich Government act in 
an undisciplined way, and I shall hold them responsible if the financia| 
and economic part of the task set up by the Fiihrer is rendered im- 
possible. As our economy is most closely bound up with that of the 
outside world, it cannot be a matter of indifference to any of us, to me 
least of all, what results the disturbance in question have for us at 
home and abroad.” 

He also referred to the financing of employment schemes and 
rearmament, a reference which was taken to foreshadow fresh calls 
upon the savings banks or upon the people’s savings. ‘If hitherto in 
the financing of employment creation, we have chosen the way of the 
short-term market, it is not a case of careless financing, but a well- 
thought-out transition, until the day when adequate savings for a 
long-term consolidation have accumulated.” 

Dr. Frick, Reich Minister of the Interior, ordered the dissolution 
and confiscation of the property of all Freemasons’ Lodges which had 
not already dissolved themselves. 


August 18th.—Herr Alfred Rosenberg, the ‘‘ Commissioner of the 
Fuhrer,” speaking at Heiligenstadt, spoke of the freedom of religious 
conscience in Nazi Germany. ‘“ To be a nation,” he said, “ that is the 
religion of our time.” 

The International Congress on Penal Law and Prison Problems 
opened in Berlin. 


August 19th.—Dr. Giirtner, Reich Minister for Justice, speaking 
on “‘ The idea of justice in German and Penal Reform,” said that the 
new German criminal law was based on the principle that all behaviour 
deserving punishment should meet with its just reward. Hence the 
punishment meted out to an offender need not necessarily be laid down 
by law before the offence was committed. The future law would release 
German judges from being closely bound by the text of the law. 

It was announced that an agreement had been reached between 
the Secret Police and the new Special Commissioner for the Control 
of Jewish activities, Herr Hans Hinkel, to the effect that all Jewish 
cultural societies were to join the Reich League of Jewish Societies by 
September 15th. 

In a statement to the press Herr Hinkel said: ‘* Those holding 
responsibility in this Jewish organization may now show what they can 
do for their racial comrades. We shall not disturb them if they do not 
meddle in our German cultural life.” 

August 19th.—The Volkischer Beobachter deleted from the report 
of Dr. Schacht’s speech of August 18th the passage protesting against 
irresponsible agitators. 

Dismissal of Nazi professor in Berne. (See Switzerland). 

August 21st.—Certain foreign delegates at the Penal Congress 
criticized passages in the reports prepared by their German hosts. 
During the discussion on ‘* Humanization,” M. Ferrucci, a French 
lawyer, cited the German concentration camps as an example of 
repression, and M. Bastien, a Belgian, and Mr. Bing, an Englishman, 
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argued that “ monster trials,” 7.e., mass or sensational trials (of the 
Dreyfus or Reichstag fire type) where the indictment and circum- 
stances were of worldwide importance, must not create a precedent of 
throwing over the defence guarantees which had taken shape out of 
the experience of years. 

August 22nd.—Six foreign delegates to the International Penal 
Congress, who were visiting the Moabit prison in Berlin, asked to be 
allowed to see Herr Thalmann, the former Communist leader, who had 
been in custody for two years without trial. After some delay, per- 
mission was obtained from the Ministry of Justice, and the delegates 
were allowed to watch Herr Thalmann exercising in the prison yard. 

German naval visit to Poland. (See Poland). 

August 23rd.—Dr. Goebbels delivered an address to the Penal 

Congress consisting of an exposition of the constructive side of National- 
Socialism. He concluded by saying that if democracy meant to lead 
the people, and show them the way to work and peace, then the Nazis 
had given Germany “a real modern democracy,” in contrast to the 
“distorted image of democracy ”’ provided by the former political 
parties. 
It was announced that the savings banks were to take up another 
Rm. 500,000,000 of the Reich 4} per cent. loan issued at 98}. In 
addition, Rm. 500,000,000 of Treasury 10-year 4$ per cent. bonds 
were offered for private subscription at 983. 

By order of the Propaganda Minister large placards were posted 
up all over Berlin describing the whole of the foreign press and broad- 
casting as “* liars,” because they sent out exaggerated reports of the 
extent of the fire at the Berlin Radio Exhibition on August roth. 

August 25th.—Speaking at the opening of the Leipzig Fair the 
Minister of Finance said no lowering of taxation could be expected, 
and continued: ‘‘ Some critics have condemned the Government’s 
policy of borrowing money on short term for its work providing schemes, 
of which Germany’s rearmament is a part. The repayment of the 
funding of these short-term debts is indeed a task whose magnitude 
and difficulty should certainly not be minimized. It can be accom- 
plished only by paying back the debts, by incorporating the necessary 
sums in the Budget, or by funding them by converting them into 
long-term debts. . . .” 

August 26th.—Expulsion of Vdélkisher Beobachter correspondent 
from Bucarest. (See Rumania). 

August 27th.—The International Congress for the Scientific In- 
vestigation of Population Problems opened in Berlin, and was addressed 
by its President, Dr. Frick. 

The Minister maintained that most of the outstanding laws passed 
by the Nazi régime were contributions to the problems of population 
and racial hygiene, and made a plea for a clear racial population policy 
for all Western nations. 


Great Britain. 

August 15th.—It was announced that the Government had com- 
municated to the other signatories of the London Naval Treaty its 
views and aims regarding the Naval Conference proposed to be 
held in London in October. 
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August 18th.—Japanese opinion on British naval proposal. (See 
Japan). 

August 20th.—French reply to naval proposal. (See France). 

August 22nd.—A meeting of the Cabinet took place to consider 
the situation arising out of the breakdown of the Three-Power Con- 
versations, when it was decided to maintain for the time being the 
embargo on the issue of licences for the export of arms to Italy and 
Abyssinia. 

Clearing banks in London were understood to have decided 
to curtail existing credits granted to Italian banks. The latter 
were asked not to use the authorized credit lines once the outstanding 
bills had matured, and in some cases London banks also decided not 
to increase their forward exchange commitments with Italy. 

It was also decided to stand by previous Government declarations 
of policy with regard to the League of Nations and the Covenant. 

August 26th.—It was learnt that the reply of the Japanese Govern- 
ment to the communication regarding the naval conference had been 
received on August 22nd. 

It was announced that the establishments at Malta and Aden 
would be increased during October, in fulfilment of the general scheme 
outlined in the Army Estimates and White Paper of March 11th for 
strengthening all coast defences abroad. 

The order had been approved 18 months previously, and sanctioned 
by Parliament at the time. 

Protest to Soviet Government against activities of the Comintern, 
(See U.S.S.R.) 

August 27th.—The Greek Minister of Finance arrived in London 
in connection with negotiations for the Greek debt. He also saw 
King George of Greece. 


Greece. 

August 22nd.—The death occurred of Admiral Konduriotis, the 
first President of the Greek Republic. 

August 27th.—An armed revolt broke out in Messenia owing to 
dissatisfaction at the purchase price of the surplus currant crop by 
the central organization. Martial Law was declared throughout the 
district and troops were despatched to restore order. 

The Cabinet adopted measures of relief for the growers, including 
stabilization of their debts to the Agricultural Bank totalling 80 million 
drachmas. 

The Minister of Finance in London. (See Great Britain). 


Italy. 
August 14th.—New York Times’ comment on dispute. (See U.S.A ) 

The Italian press in general, and Signor Gayda in particular 
expressed indignation at the attitude of the British press on the eve 
of the Three-Power meeting. The Giornale d’Italia spoke of “* political 
blackmail,” of “‘ ungentlemanly ” behaviour, and of “ putting a knife 
to Italy’s throat’; Italy, it said, would not be intimidated by such 
threats. 

August 15th.—Incident at Harrar. (See Abyssinia), 
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Some 40,000 men of the 1911, 1913 and 1914 classes, hitherto 
exempt for special reasons, were called to the colours. 

August 16th.—It was announced that the number of men under 
arms had reached one million. 

Signor Maraviglia, of the Fascist Grand Council, writing in the 
Tribuna, said that whether Italy acquired Abyssinia as a mandate, as 
a protectorate, or under her direct sovereignty, its conquest was a vital 
need for the Italian people. To renounce this, or even to accept a 
compromise, would be a greater evil than defeat. 

Signor Gayda, in the Giornale @’ Italia, sought to prove that England 
had consistently violated the Tripartite Treaty of 1906, and that her 
tactics in the present dispute were merely a camouflage of her self- 
interest. 

August 17th.—Signor Mussolini, addressing two divisions of Black- 
shirts due to sail for East Africa, said: ‘* We shall go forward until 
we achieve the Fascist Empire.” 

The Minister of War announced that the August manceuvres, due 
to take place during the last ten days of August, would take place 
independently of the East African mobilization, and would involve 
500,000 men. 

August 19th.—The press expressed no surprise at the breakdown 
of the Three-Power Conversations. Signor Gayda, referring in the 
Giornale @’ Italia to the Anglo-French proposals, held that they might 
have been “* more serious and worthy of consideration.” They revealed 
“a contrast not only formal but substantial, the contrast between 
reality and Utopia.” Italy sought security ; this could only be achieved 
by the disarmament of Abyssinia, but “instead of disarmament the 
League would offer to Abyssinia assistance.” 

Statement by Baron Aloisi to the French and foreign press. (See 
France : Three-Power Conversations). 

A decree published in the official gazette increased the strength 
of the Italian Air Force to a total of 40,483 men. 

August 20th.—U.S. press comment on Italian action. (See United 

States). 
August 21st.—Signor Gayda, in the Giornale d’ Italia, emphasized 
the importance of collaboration between Great Britain and Italy. He 
explained that the recent polemical attitude in the Italian press was 
due solely to the friendly attitude of England towards Abyssinia. 
Anglo-Italian collaboration ought to extend to all parts of the world, 
Africa included, and the Italian occupation of Abyssinia would bring 
peace and prosperity on the borders of the three countries which 
marched with it. 

The Treasury Account for July showed a budget deficit, for Ju'y 
alone, of £8,350,000, an expenditure of {6,280,000 on the East African 
expedition, and a total public debt of £1,771,700,000 (106,302 million 


lire). 


August 22nd.—It was announced that Signor Mussolini would 
himself assume supreme command of the Army manceuvres. 

Signor Gayda, in the Giornale d’Italia, denounced the “ intran- 
sigent supporters of the League,” and described English pacifists as 
“ firemen incendiaries.” ‘* Wishing to put out a little fire of a colonial 
war which would be limited to a strip of savage Africa, and which is 
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a repetition of the way the British Empire was formed, they do not 
hesitate to scatter fuel and cause a terrible fire throughout the world.” 
The free export of arms to Abyssinia would constitute a violation 
of the Treaty of 1930, since the “ attitude of Abyssinia constitutes q 
threat to peace.” The closing of the Suez Canal would be a violation 
of the Convention of 1888. ‘* Sanctions,’’ he added, ** mean war.” 

Action by British Banks regarding Italian credits. (see Great 
Britain). 

Accident to Italian Consul in Abyssinia. (See Abyssinia). 

August 23rd.—A stricter control over the entry into and exit from 
Italy of all aircraft was established by Royal Decree. 

Meeting of the Italo-Abyssinian Commission of Conciliation and 
Arbitration in Berne. (See Switzerland). 

Signor Mussolini, in an interview to the British United Press, 
said that the solution of the Abyssinian problem must be “ some- 
thing radical and conclusive,” and went on: 

‘“* Abyssinia cannot continue as a weapon—a modern weapon, 
not an ancient lance—pointed at Italy’s back. For the past 40 years 
Abyssinia has been hostile towards Italy. We tried to come to an 
understanding with her, and in 1928 we signed a Treaty of Friendship 
which she has since consistently disregarded. . . . She has attacked 
our soldiers, killed our officials and civilians, and been preparing an 
army to attack us.” 

In reply to a question as to the European equilibrium he said: 
‘**T cannot believe that Italy’s action in Abyssinia, which partakes of 
a purely local and colonial character, can influence the development 
of the policy of European collaboration, to which Italy has given, and 
is still disposed to give, her entire adherence.” 

‘“* These operations of ours,”’ he added, “* differ in no way from the 
various military operations which other Colonial Powers have conducted 
in Asia and Africa. It is necessary to eliminate the firemen who would 
seek to spread the flames.” 

After referring to the British bombardment of Alexandria in 
1882, he continued : “* Italy will pursue her aims—with Geneva, without 
Geneva, or against Geneva. 

‘** A nation on the march, as is the Italian nation to-day, cannot 
be stopped by the static conception of the life of peoples. It is precisely 
this static conception which constitutes the greatest danger to world 
peace. The League, if it desires to live, must be conscious of this 
danger which, anyhow, is envisaged in Articles 19 and 22 of the 
Covenant.” 

As to the Suez Canal Convention of 1888 and its relation to the 
League Covenant, he said that the latter was part of the Versailles 
Treaty, which, by Article 282, reconfirmed the full force of the Con- 
vention. 

In conclusion he reminded the interviewer that in the Protocols 
of 1891 and 1894 Britain had recognized that almost the whole of 
the territory of Ethiopia was included in the sphere of Italian influence. 
These Protocols were still in force, inasmuch as they were confirmed by 
the Three-Power Treaty of 1906. Britain’s interest in the Nile waters 
were specially recognized in the accord reached in December, 1925, 
between the British Ambassador in Rome and himself. 
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August 26th.—Signor Gayda’s article in the Newes Wiener Tageblatt. 
(See Austria). 

August 27th.—Statement to French Premier as to probable Italian 
proposals at Geneva. (See France). 

Propaganda in Egypt. (See Egypt). 


Japan. 

August 18th.—The Foreign Office spokesman stated that Japan 
deeply appreciated Great Britain’s efforts for naval limitation. 

Naval opinion, as reflected in the press, was that Japan could not 
participate in any agreement based only on qualitative reduction and 
declaration of building programmes. Such a plan ignored Japan’s 
essential demand for a common upper limit lower than the present, 
and for a reduction in the size of fleets, as well as of ships. 

August 21st.—M. Matsuoka, vice-president of the South Manchuria 
Railway Company, stated the cardinal points of his policy in Manchukuo, 
namely: (1) to engage in profitable undertakings only ; (2) to avoid 
putting further burdens on Japan; and (3) to improve the economic 
condition of the Manchurian farmer. He believed that the railway 
could raise up to 200 million yen of fresh funds in Japan without dis- 
turbing the home market. 

August 22nd.—The Government’s reply to the latest British 
communication about naval limitation was understood to intimate that 
Japan was willing to take part in the proposed multilateral conver- 
sations in October, provided that her proposal for common upper limits 
was accepted. Japan’s objections to declaring construction programmes 
unless and until a common upper limit was fixed, were restated. 

August 26th.—In an address to divisional and garrison com- 
manders the Minister of War deplored the anxiety which the murder 
of General Nagata had caused the Emperor, and explained the measures 
he was taking to restore discipline. Unity, he said, was the life of the 
Army, and every act was to be regarded as under the Emperor’s own 
orders. Officers were warned against dealing with outsiders (Nation- 
alist agitators). 

Announcement re reply to British Government regarding naval 
conference. (See Great Britain). 


League of Nations. 

August 14th.—The Secretary-General circulated a communication 
from the Abyssinian Government pointing out that Italy was ceaselessly 
arming and despatching troops ; it was not fair that Abyssinia should 
be faced with embargoes wherever she turned for supplies. 


Lithuania. 

August 19th.—The Government published a supplement to the 
law governing elections to the Diet, and coming into force in time for 
the election in Memel on September 2oth. 

Fresh restrictions were added to the existing provisions regarding 
candidature. The following were declared ineligible: Naturalized 
Lithuanian citizens and persons having adopted Lithuanian citizenship 
while holding a promise of restoration of citizenship by a foreign nation ; 
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persons condemned within the last five years for working against 
Lithuanian independence ; persons condemned for working for the 
separation of any part of Lithuanian territory. 

August 20th.—The Lithuanian Congress for the strengthening oj 
national unity closed in Kovno. 


Manchukuo. 
August 21st.—Policy of the South Manchuria Railway Company, 
(See Japan). 


Panama. 

August 15th.—The principal provisions of a new treaty with the 
United States were agreed in Washington. These were understood 
to cover: (1) full sovereignty for Panama, through annulment of the 
right of the United States to intervene for the preservation of order in 
Panama City and Colon ; (ii) abandonment of the United States under- 
taking to guarantee the independence of Panama ; (iii) release of the 
United States Government from the obligation to pay the annual rent 
for the Canal in gold coin ; paper dollars were in future to be permitted, 


Poland. 

August 22nd.—The German cruiser Konigsberg arrived on an 
official three days’ visit, in return for the visit of Polish destroyers to 
Kiel in the early summer, This was the first German naval visit to 
Poland. 


August 23rd.—The captain and officers of the Kénigsberg arrived 
in Warsaw, and were received by the Acting Polish War Minister. 

August 27th.—The Gazeta Polska published an article asking some 
pointed questions on the relationship between the Soviet leaders and 
the Comintern, and suggesting that the latter hoped, by means of 
revolutionary pressure on foreign Governments, to compel them to 
sign or ratify pacts of mutual assistance, or to accept the Eastern Pact, 


Rumania. 

August 16th.—Fifteenth Anniversary of Little Entente. (See 
Czechoslovakia). 

August 26th.—The correspondent of the Vélkischer Beobachter was 
expelled from the country, for encouraging the Nazi and other extreme 
Right movements. 

A gendarme who arrested two local Saxon S.A. in the Sibiu Depart- 
ment, for illegal military drilling, was attacked by other S.A. and 
injured. (The Saxon community, numbering about 250,000, who 
came to Rumania in the 12th century, had remained German in outlook 
and sympathy, and had recently become interested in the Nazi 
movement). 

Siam. 

August 14th.—The resignation of Mr. James Baxter, the financial 
adviser, was reported to have led to a difficult situation in Bangkok. 
The Prime Minister made various changes in the State Council, and 
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following a debate on August 6th, dispatched Luang Pradit, the Minister 
of the Interior, to Europe to observe foreign organization with a view 
to relorm. 

The only evidence of the reported trouble in the army was a 
statement by the Publicity Bureau that special laws had been necessary 
owing “to a certain conspiracy to cause insurrection and national 
destruction by having as accomplices a number of non-commissioned 
officers, the first step in whose plan of action is to kill commissioned 
officers and other persons, and then to put themselves in command 
{ the armed forces, as well as to commit other crimes. It has therefore 
been necessary to promulgate the present Act in order to ensure prompt 
trial and judgment, with a view to preserving the security and good 
order and discipline of the Defence Forces of Siam.” 


Spain. 
August 22nd.—The Minister of War, Senior Gil Robles, denied that 


a recent despatch of troops to Tarifa and the Balearic Islands had any 
particular significance. “It is simply a question of putting into 
execution the plan of military reorganization.” 


Sweden. 
August 23rd.—Recall of Swedish instructors from Abyssinian 
army. (See Abysstnta). 

August 27th.—The Prime Minister received from the National 


Defence Commission its report on the defence of the country. This 
recommended an increase in the expenditure on the Services from the 
existing figure of 113 million kroner odd, to 147 millions, and advocated 
the establishment of a strong and modern air force. 


Switzerland. 

August 19th.—The Berne authorities dismissed Professor Porzig, 
of Berne University, on account of his Nazi activities. 

August 20th.—The Nineteenth Zionist Congress opened in Berne ; 
the 457 delegates present represented 63 countries. 

August 21st.—Mr. David Bengurion, leader of the Zionist Labour 
Party in Palestine, speaking at the Zionist Congress, urged the need 
for accelerating Jewish immigration; 1,000,000 Jews could be ad- 
mitted, he said, without affecting the existing population. 

August 22nd.—Large increases in the number of Italians applying 
for Swiss citizenship during the previous month were reported all over 
the country. 

August 23rd.—The Italo-Abyssinian Commission of Conciliation 
and Arbitration met in Berne. 


U.S.A. 
August 13th.—The German Consul-General at Boston described 
the resolution as ‘‘impolite and discourteous” and said the Massachu- 


119 





24 


setts Legislature should solve its own domestic problems, insteag 
of those of Germany. 


August 14th.—The Senate Foreign Relations Committee hear; 
the conclusions of its sub-Committee appointed to consider the questio) 
of the powers of the President in relation to neutrality. 

The Governor of Massachusetts, replying to the protest of the 
German Consul-General at Boston against the resolution of Augus 
12th, said that in his opinion its adoption might serve a dual 
purpose—the ending of persecution and the emphasizing of the abhor. 
ence in which right-thinking men and women held the Nazi programme. 

The New York Times referred to the Italo-Ethiopian dispute 4 
a “world concern. ... What world opinion is with regard ty 
Mussolini’s wanton adventure, Italy now knows perfectly well. . . | 
After the Italian case has been stated as fairly as possible, there remains 
a case for civilization. This runs very heavily against Mussolini.” 


August 15th.—The Senate passed a Tax Bill departing radically 
from the proposals of the lower Chamber ; it proposed broadening the 
basis of taxation, as against the heavy duties on larger incomes and on 
inheritance advocated by the House of Representatives. 


August 16th.—Agreement with Panama. (See Panama). 


August 18th.—It was announced that Mr. McReynolds, Chairman 
of the House Foreign Affairs Committee, had introduced a measure 
** as the basis for neutrality action ’’ at the next session. 


August 20th.—The New York Times expressed strong disapproval 
of the intransigent attitude of Italy. This would add to the “ outrage 
and resentment ” already felt at his conduct and threats, and would 
increase the determination of the Governments to make a firm stand 
at Geneva. “ They have it in their power to respond to him in kind.” 

The New York Herald Tribune said that the Italians “ have 
stripped international relations to a stark basis of selfishness, oppor- 
tunism, and force.” 

August 21st.—The Senate, without a recorded vote, passed 
resolution on neutrality, stating : ‘‘ That upon the outbreak and during 
the progress of war between or among two or more foreign States the 
President shall proclaim such fact, and it shall thereafter be unlawful 
to export arms, ammunition, or implements of war from any place in 
the United States or possessions of the United States to any port of 
such belligerent States or to any neutral port for transhipment to or 
for the use of a belligerent country. 

““ The President by proclamation shall definitely enumerate the 
arms, ammunition, or implements of war, the export of which is pro- 
hibited by this Act. 

‘““ The President may from time to time by proclamation extend 
such embargo upon the export of arms, ammunition, or implements 
of war to other States as and when they may become involved in such 
war.” 

The resolution was forwarded to the House of Representatives. 

August 22nd.—The Foreign Affairs Committee of the House ol! 
Representatives decided unanimously to recommend a _ neutrality 
resolution of which the first and controlling section was identical with 
that of the Senate resolution of August 21st. It was, however, provided 
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that the force and validity of this legislation, and of the Presidential 
pr .clamations issued thereunder, should end on February 29th, 1936, 
except in so far as prosecutions instituted before that date might be 
in\ olve od. 

August 23rd.—President Roosevelt signed the Banking Bill. 

The House of Representatives passed the Neutrality Resolution as 
amended by the Foreign Affairs Committee of the House. 


August 25th.—Presentation of protest to Soviet Government 
gainst violation of obligations entered into in November, 1933. (See 
; "SSR. ) 

The Senate passed the Neutrality Resolution setting up a 
mandatory embargo on the export of arms to all belligerents until 
February 29th, 1936. 

August 26th.—In the Senate, the representatives of the cotton 
and wheat States put forward a demand that Government loans of 
12 cents a pound on cotton and go cents a bushel on wheat should 
be made mandatory. 

Senator Robinson subsequently announced that the A.A.A. had 
revised the cotton plan so as to provide a 10 cents a pound loan, with 
a guarantee of a 12 cent return to the farmer. 


August 27th.—The session of the Senate was talked out by Senator 
Huey Long who, by a speech lasting six hours, prevented the passage 
of the Deficiency Appropriation Bill. This automatically prevented the 
provision of funds necessary for the administration of the Social Security 
Bill, the Railroad Pension Act, the Guffey Soft Coal Bill, the Neutrality 
Resolution, certain Senate investigations, and other measures. 

Soviet reply to Government’s Note of August 25th. (See U.S.S.R.) 


US.S.R. 

August 14th.—In order to stimulate the grain harvest workers, 
the Central Executive Committee announced an extension of the 
amnesty to ex-prisoners, chiefly wreckers, who had become members 
of collectivized farms. 

August 20th.—The Moscow correspondent of the Gazeta Polska 
was expelled owing to an article in which he linked the Brest and Toulon 
riots with Communist activities in Moscow. 

August 21st.—The Comintern Congress closed in Moscow. Among 
the resolutions unanimously passed were: Instructions for the dis- 
integration of “* Fascist and Imperialist” armies by means of the 
conspirational elements in them, the spreading of illegal literature, and 
the holding of secret meetings to intrigue for the dismissal of reactionary 
officers ; also an appeal to workers of the world to help the Red Army 
by all the means in their power and at any price in order that they 
might defeat the ** Imperialist ”’ armies in case of a war against the 
Soviet. 

August 22nd.—It was officially reported from Moscow that the 
new Executive Committee of the Comintern had appointed M. Dimitroff 
as the first general secretary of the political secretariat. 


August 25th._-The Government received from the U.S. Ambassador 
a Note protesting vigorously against the violations of the undertakings 
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given at the time of the resumption of diplomatic relations jy 
November, 1933. (Evidence had been given, at the Congress of the 
Communist International, of political activity in the U.S.A. , 

Reference was made to the passage in M. Litvinoff’s letter 9 

Nov ember 16th, 1933 to President Roosevelt, stating the undertaking 
‘not to permit the formation or residence on its (Soviet) territory oj 
any organization or group—and to prevent the activity on its territory 
of any organization or group—which has as an aim the overthrow or 
preparation for the overthrow of, or the bringing about by force of a 
change in the political or social order of the whole or any part of the 
United States, its territories or possessions.” 
The Government were informed that the existence of such organi- 
zations functioning on U.S. territory could not be unknown to them, 
The strong resentment of the American people when interference jn 
their internal affairs was shown to be taking place ** regardless of the 
nature or probable result of such interference’ was mentioned a; 
making the strict fulfilment of the Soviet pledges an “ essential pre- 
requisite to the maintenance of normal and friendly relations.” 

‘The U.S. Government,” it concluded, ‘‘ would be lacking in candour 
if it failed to state frankly that it anticipates the most serious con- 
sequences if the Soviet Government is unwilling or unable to take 
appropriate measures to prevent further acts in disregard of the solemn 
pledge given by it to the Government of the U.S.A.” 


August 26th.—It was learnt that the Government had received a 
verbal protest from the British Ambassador on August rgth, and 
also protests from Italy and Latvia, against the subversive activities 
of the Comintern in the respective countries. 

The British complaint was reported to refer particularly to a 
speech by M. Dimitroff, in which he accused the British Government 
of “‘ clearing the way for a Fascist régime.” 

August 27th.—The Government replied to the U.S. Note of protest, 
denying violation of any obligation undertaken regarding non-inter- 
ference in American affairs, and stating that the American Note 
contained no facts which could be regarded as such a violation. 

It continued: “* On the other hand, it undoubtedly is not unknown 
to the Government of the United States that the Government of the 
U.S.S.R. cannot assume any obligations with regard to the Communist 
International.” 

The Reply concluded: ‘‘ The Government, sincerely sharing the 
opinion of the U.S. Government that strict mutual non-interference in 
internal affairs is an essential prerequisite for the maintenance of 
friendly relations between our countries, and consistently striving to 
carry out this policy in practice, declares that it strives towards a 
further development of friendly co-operation between the U.S.S.R. 
and the United States which corresponds to the interests of the peoples 
of the Soviet Union and the United States, and which is of great 
significance to the cause of general peace.” 


Yugoslavia. 
August 16ih.—Fifteenth anniversary of Little Entente. (See 
Czechoslovakia). 
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August 20th.—It was announced ‘that the new Yugoslav Party of 
Unity had been constituted, with the Premier, Dr. Stoy adinovitch as 
Chairman. Standing for the Monarchy, the Karageorgevitch dynasty, 
and for a single State citizenship, it included the old Serb Radical, 
Slovene Clerical and Bosnian Moslem Parties. The leaders of the 
two latter, Father Koroshetz and Dr. Spaho, were appointed vice- 
presidents of the new group. 

August 23rd.—Three members of the Cabinet—MM. Preka (Social 
Policy), Auer (Justice), and Stefanovitch (Forests and Mines)—resigned. 
No reason was given for their resignation, but it was believed that they 
found themselves unable to join the new party. 

August 25th.—The Premier reconstructed the Cabinet, with 
M. Mishkulin as Minister of Justice; M. Yanovitch, Minister for 
Forests and Mines; and M. Komnenovitch, Minister of Social Policy. 








FORTHCOMING EVENTS, 


1935- 


September ... *Economic Committee wt on .. Geneva 
September 2 ... *Financial Committee Geneva 
September ... *88th Session of the Council — ... Geneva 
September ... *Ordinary Session of the Assembly ... Geneva 


September ... Meeting of International Union for 
Scientific Investigation of _o 


Problems Berlin 
September ? ... *Committee for Repression of Terrorism Geneva 


September 15th-16th 3rd Pan-American Red-Cross Conference Rio de 
Janeiro 


October Ist ... *Governmental Conference on Biological 
Standardization i sesh .. Geneva 


October tst-5th International Economic Conference under 

the auspices of the British Parlia- 

mentary Commercial Committee ... London 
October 7th .. *Health Committee aes 7 ... Geneva 
October 17th ... *Permanent Mandates Committee . Geneva 


November 5th ... *Advisory and Technical Committee on 
Communications and Transit .... = Geneva 


* League of Nations or International Labour Office. 
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